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Prodgcars  BB  (1-63)  —  Paid  Up 

Wfth640AerosPwlfis  Provision   

PAID  UP  OIL  AND  GAS  LEASE 
{No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  made  this  13th  day  of  October,  2010,  between  JUAN  FLORES  AMD  ALICIA  F LORES-  5S24 
Creekridoe  Drive.  Arlington,  TX  76018  as  Lessor,  and  CHESAPEAKE  EXPLORATION.  L.L.C..  an  Oklahoma  limited  liability 
company,  whose  address  is  P.O.  Box"l  8496,  Oklahoma  City,  Oklahoma  73154-0496  as  Lessee.  AH  printed  portions  of  this 
lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all  other  provisions  (including  the  compfetion  of  blank  spaces) 
were  prepared  jointly  by  Lessor  and  Lessee. 

1.     In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained.  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following 
described  land,  hereinafter  called  leased  premises: 

0 164  acres,  more  or  less,  situated  in  the  John  Balch  Survey,  A-83,  and  being  Lot  S,  Block  19  of  Phase  II,  Newport  Village,  an  addition  to 
the  City  of  Arlington,  Tarrant  County,  Texas,  according  to  the  map  or  plat  thereof  recorded  in  Volume  383-168,  Page  26,  Plat  Records, 
Tarrant  County  Texas. 

In  the  County  of  TARRANT.  State  or  TEXAS,  containing  0.164  gross  acres,  more  or  less  (Including  any  interests  Werein  which  Lessor  may  hereafter  awuire  By 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for.  developing  producing  and  marketing  olE  and  gas.  along with  all  hydrocarbons  no  n  h^racatoon 
stances  produced  «n  association  therewith  (induing  gecphyslcal/seismie  operations).  The  term  -gas"  as  used  herem  incurs  M.um.  carbon  sw»  andoWcr 
commercial  gases,  as  well  as  hydrocarbon  gases.  In  addition  to  the  above -describe;  leased  premises,  this  lease  also  covers  ^^.^JZ^r^^J^ 
oTmnd  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above^scribed  leased  premises,  and.  ,n 

bonus,  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  Of  supplemental  instruments  for  a  more  complete  o^ccuratodescript^n  of  the  *^«*"f  ■ 
For  the  purpose  Of  determining  me  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct.  Aether  actually 
more  or  less. 

2  This  lease  which  is  a  -paid-up"  lease  requiring  no  rentals,  shall  be  In  force  for  a  primary  term  of  *reeJ3i  years  from  the  cate  hereof,  and  lor  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leasee  premises  or  from  lands  pooled  .herewith  or  Wis  lease  is 
otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof.  e      .     rf    h    ..  irt 

3  Royalties  on  oil.  gas  and  otter  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  ,a)  For  oi  and  cjter  liQud 
hydrocarbons  separated  at  Lessee's  separator  faciiitfes,  the  royalty  shall  be  twenty  five  percent  (25%>  of  such  P«Jwtton.  »  be  *> '^^TlZl^  such 
Lessor  at  the  wSheaa  or  to  Lessors  credit  at  the  oil  purchasers  transition  facilities,  provided  that  Lessee  shall  have  ^^^0^^^*™* 
paction  at  the  wellhead  market  price  then  prevaithg  in  the  same  Md  (or  rf  there  is  no  such  price  then  preva.ling  «  We  same >  fieW  then  «"*~^^n^* 
Were  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  tb  for  gas  (.nclud.ng  casmghead  gas)  anc  all  ower  substances  covered  hereby,  the  royal* 
snaD  S-lwanhr  five  Percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and 
^^.ZwwJid  the  costs  incVrred  by  Lessee  in  delivering  processing  or  etherise  meeting  such  gas  ^^XT^ZfJX^Z 
sS  have  the  continuing  nght  to  purchase  such  production  at  the  prevailing  wellhead  market  pr.ee  paid  for  productor,  of  ^nilarquaDry ^^^Z^lVtm  on 
such  price  ran  prevailing  in  the  same  field,  then  In  the  nearest  field  in  which  there  is  such  a  prevailing  pnee)  pursuant  to  ^parable  1"^^^^^,^?,^ 
wTsWoVnwrest preceding  date  as  the  date  on  which  Lessee  commences  Hs  purchases  hereunder;  and  (c)  t  at  the  end  or  the  primary  rerm  or  any -*m 
one"  w^ls  erased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  CI  or  gas  ^^Sl^'S^^^^^ 
or  such  wells  are  waiSnd  on  hvdrau lie  fracture  stimulation,  but  such  well  or  weEs  are  either  Shut-In  or  production  tlerefrom  is  not  being  sold  by  Lessee,  such  wen  or  weiis 

^^^^ 

depository  dri,|E  a  ^  ^lon  |s  .  „  prMucing  in  p3ying  ^uamtfes  (hereafter  called  "dry  hole";  on  the 

operations  are  prosecuted  with  no  cessation  of  moreWan  ^  »ns^tU^  and  «  wESTS^  completion  of  a  well  capable  of 

covered  hereby,  as  10*9  thereafter  as  there  is  Paying  reascnaoly  pfudent  operator 

producing  in  paying  quantifies  hereunder.  Lessee  shall  dnl . uchadd ™ ^J^^f^^^^,  of  producing  in  paying  quantities  on  We  leas* 

^^^^ 

lands  or  Interests.  The  unit  tormed  6y  such  pooling  for  an  oil  well  whK*  ^  ■^^TSSSaJ that  a  larger  unit  may  be  formen  for 
10%,  and  for  a  gas  well  or  a  horizontal  completion  shallnot  exceed  540  acres  plus  ^unwrni crease  * ™™^n£ed ™  pelr,itteB  ty  auny  governmental  auWorrty 
an  oil  wen  or  gas  well  cc  horizontal  completion  to  =^  by  applicable  law  or  ™  appropriate 

having  jurisdicacn  to  do  so.  For  the  purpose  of  *^^**""r^  of  lessen  100,000  Cubic  feet  per  barrel  and  -gas  well' 

governmental  authority,  or.  if  no  definition  »  »P«*^ °>l  ™  24  hourWluction  test  conducted  under  normal  producing  condnions  using 

means  a  wen  with  an  initial  gas-oil  ratio  of  10C.0CO  cubic  feet  or  more  per -ben*  ta«M» i  mu  ^  ^  hortWKml  component  of  the  gross 

Standard  lease  separator  facilities  or  equivalent  TJ^L  X^Z  ^^.  Lessee  shall  file  of  record  a  v*rten  declaration 

completion  interval  in  the  reservoir  exceeds  the  vertlca  .comP^en'  "f™".  '?  T^^foo^mns anywhere  on  a  unit  wrden  includes  all  or  any  pan  of  the  leasee 
describing  the  unit  and  stating  the  effective  dale  of  peeling,  wat  the  production  on  which  Lessor's  royalty ■  ,s 

premises  Shall  be  treated  as  if  it  were  production.  ^^S^K,^  please  and  included  in  the  unit  bears  to  the  total  gross  acreage  m  the 
calculated  shaH  be  that  proportion  of  the  tcta I  u«  f^^^^^^^%^^^„^ilMa„„s  shall  not  exhaust  Lessee's  pooling  rights  hereunder, 
unit  but  only  to  the  extent  such  proportion  of  utt  produd cn  *  s<*  a  P°"  hera^e  b7  ex%nsbn  or  contraction  or  both,  either  before  or  after 

and  Lessee  Shall  have  the  recurring  right  but  not  the  obbgaticn  lo  ^^J^*™^  £  p^Jsai  *L  we  governmental  autnoriy  having  iunscclon.  o-  to 
commencement  of  production.  In  order  lo  conform  to      ^^^^'^^^^^^T^^.  Lessee  sha!  fl»  of  record  a  written  0edera-,on 

date  of  termination.  Pooling  hereunder  shall  not  constitute  a  "  _Ues  and  shuHn  payaue  flSreunOer  for  any  well  on 

anypanofST^^^ 

mineral  estate  in  such  part  of  the  leased  premises. 
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8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone, 
and  merightsand  obligations  ofthe  partes  hereunder  shall  exter*]  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in 
Lessor's  ownership  shall  have  the  effect  of  reducing  the  nghts  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  lie  binding  on  Lessee 
until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notHJcaUon  requirements  contained  In  Lessee's  usual  form  of  division  order.  In  the  event  of  the  death  of  any 
person  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  lo  the  credit  of  decedent  or  decedent's  estate  in  the  depositor 
designated  above.  If  at  any  Sme  ttvo  or  more  persons  are  entitled  to  shut-In  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  lo  such  persons  or  to 
their  credit  in  the  depository,  either  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  In  part 
Lessee  shall  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to 
the  transferred  Interest  shall  not  affect  the  rights  of  Lessee  with  respect  1o  any  interest  rot  so  transferred.  Ii  Lessee  transfers  a  full  or  undivided  interest  in  al!  or  any 
portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  Shut-lrt  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to 
the  net  acreage  Interest  in  this  lease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  lime,  deliver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in  all  or  any 
portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  ail  obligations  thereafter  arising  with  respect  to  the 
Interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  Ihe  area  covered  hereby.  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall 
be  proportionately  reduced  in  accordance  with  the  net  acreage  Interest  retained  hereunder. 

10.  In  exploring  for.  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or  unitized 
herewith,  in  primary  and/or  enhanced  recovery,  Lessee  shall  have  1he  right  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  tie  leased  premises 
as  may  be  reasonabry  necessary  for  such  purposes,  including  but  not  limited  to  geophysical  operations,  the  drilling  of  wells,  and  the  construction  and  use  of  roads, 
canals,  pipelines,  tanks,  wafer  wells,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  :o 
discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of  cost,  any  oil,  gas,  water  ancfor  other  substances  produced  or 
the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith, 
the  ancillary  rights  granted  herefo  shall  apply  (a)  to  the  entire  leased  premises  desenbed  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other  paniel 
termination  of  this  leaser  and  (b)  to  any  other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  lands 
pooled  therewith,  When  requested  by  Lessor  in  writing.  Lessee  shall  bury  Hs  pipelines  below  ordinary  plow  dapth  on  cultivated  lands.  No  well  shall  oe  located  less  than 
200  feet  from  any  house  or  bam  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for  damage 
caused  by  its  operations  to  buildings  and  other  improvements  now  on  the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  crops  thereon. 
Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including  well  casing,  from  the  leased  premises  or  such  other  lands  dunng  the 
term  of  this  lease  or  within  a  reasonable  time  thereafter. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental 
authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil,  gas,  and  other  substances  covered  hereby.  When  drilling, 
reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  lo  Obtain  necessary  permits,  equipment 
services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  stake  or  labor 
disputes,  or  by  Inability  to  obtain  a  satisfactory  rnarkat  tor  production  or  failure  of  purchasers  or  carriers  lo  take  or  transport  such  production,  or  by  any  other  cause  not 
reasonably  within  Lessee's  control.  1his  lease  Shan  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay 
shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  Implied  covenants  or  this  lease  when  drilling,  production  or  other  operations 
aresoprevented.deiayedorinterrupted.  . 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lesser  Es  willing  to  accept  from  any  party  offering  to 
purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease 
becoming  effective  upon  expiration  of  this  lease,  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address 
of  the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  fora  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior 
and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price  and  according  to  the  terms  and  conditions 
specified  in  the  offer. 

13  Ho  litigation  shall  be  Initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  fore  period  of  at  least  SD  days  after  Lessor  has  3  wen 
Lessee  written  noiica  fully  describing  the  breach  or  default  and  then  only  if  Lessee  fans  to  remedy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  .s 
litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is 
given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  so. 

\a  For  the  same  consideration  redted  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface 
wet!  bore  easement  under  and  Ihrough  the  leased  premises  for  1he  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations 
Of  which  are  situated  on  other  tracts  of  land  and  which  are  not  Intended  to  develop  the  leased  premises  or  lands  pooled  therewith  end  from  which  Lessor  shall  neve  no 
right  to  royalty  or  other  benefit  Such  subsurface  wen  bore  easements  shall  run  with  the  land  and  survive  any  termination  of  this  lease. 

15  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any 
taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises,  if  Lessee  exercises  such  option.  Lessee  shall  Oe  subrogated  to  the  nghis  cf 
the  party  to  whom  payment  is  made,  and.  in  addition  to  its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  -a  Lessor 
hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  HtEe.  Lessee  may  suspend  the  payment  of  royalties  and  shut-n  royalties 
hereunder,  without  Interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 

16.  Notwithstanding  anyihhg  contained  lo  the  contrary  in  this  lease,  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  dnilmg  or 
other  operations.  .  r_. 

17  Lessor  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  cf  this  lease  for  an  additional  period  ot  two  |/j  years 
from  the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  priorto  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  conditions  as  granted  for 

18  Lessor  agrees  lo  execute  without  payment  of  additional  compensaSon,  any  and  all  documents  required  to  obtain  approval  from  any  and  all  federal,  stale, 
counly  or  municipalflocal  government  entities  to  conduct  the  operations  contemplated  by  this  Lease.  Including,  but  not  limited  lo.  distance  waivers,  consents,  easements 
prohibiting  construction  of  improvements  within  certain  distances,  and  petHions  of  support 

19.This  lease  may  be  executed  in  counterparts,  each  of  which  Is  deemed  an  original  and  all  of  which  only  constitute  oneonginai. 

DISCLAIMER  OF  REPRESENTATION S :  Lessor  acknowledges  that  Oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may 
vary  depending  on  multiple  factors  and  that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are  final  and 
that  Lessor  entered  into  1his  lease  without  duress  or  undue  influence.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor 
acknowledges  that  no  representations  or  assurances  were  made  in  the  negolialion  of  this  lease  that  Lessor  would  ge!  Bie  highest  price  or  different  terms  depencing  on 
future  market  conditions.  Neither  party  to  this  lease  will  seek  to  atterlhe  terms  of  this  transaction  based  upon  any  tfiffenng  terms  when  Lessee  has  or  may  negotiate  with 
any  other  lessors/all  and  gas  owners. 

IN  WITNESS  WHEREOF  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shali  be  binding  on  the  Signatory  and  the 
Signatory's  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as 
Lessor. 
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STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


ACKNOWLEDGMENT 


This  instrument  was  ackntn^^Atfcffiffle.^tte. 

V     v-"     Joan  Flo^ 


-EANNE^  CANNON 
VICE  CONSUL  OF  THE 
UNITED  STATES  OF  AMERICA 
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